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WINNING THE CONFIDENCE OF EMPLOYEES BY 
TAKING THE MYSTERY OUT OF BUSINESS 

S. R. RECTANUS 1 
Director of Employment, The American Rolling Mill Company, 

Middletown, Ohio 

Y a unanimous vote of the Board of Directors of the 
American Rolling Mill Company a declaration of 
principle-"ARMCO purpose and basic principles" 

-was adopted as follows: 

The American Rolling Mill Company was organized to provide a high- 
class permanently profitable investment through the manufacture of such 
special grades of iron and steel as would be required in the fabrication of 
high-grade finished products. 

To secure such a result in the largest measure its organizers believed that 
it would be necessary to adopt and to practice such policies as would 
bring about a condition of mutual confidence and create a spirit of sympathy 
and of real cooperation between the members of its working organization, 
its customers, its stockholders and the citizens of the communities in which 
its plants would be located. 

In other words, the management is convinced that enduring 
progress is based on cooperation, which comes only as a result 
of the confidence which we have in each other, and confidence 
can only be secured through understanding. Another way of 
saying that same thing is that lack of understanding and mis- 
understanding cause most of the unhappiness in this world, 
and are, primarily, the cause of war, turmoil, strife and dis- 
content. As I recall it the first serious tie-up of building 
operations occurred during the building of the Tower of Babel. 
Lack of understanding stopped the work and the job was never 
finished. 

Pride in personal accomplishment and the apparent advan- 
tages of advancement make men want to succeed to positions of 
large reward. Few are willing to admit that the cause of 

1 This paper was presented by Mr. Rectanus in lien of the paper which 
Mr. Charles R. Hook, Vice-President and General Manager of the American 
Rolling Mill Company, was scheduled to read before the meeting of the 
Academy of Political Science, and is in accord with Mr. Hook's views. 
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failure or lack of success is their own weakness. Most 
of us are quite willing to take the credit if we win, but 
we look for something or someone to blame if we fail. Men 
hate or fear the unknown and are suspicious of the things they 
do not understand. Most people are essentially honest and 
fair. They want all that they are entitled to, but that is all. 
They are willing that the other fellow should receive his 
fair share. 

Mystery in business is not good. It has been used as a cloak 
by those who have had a job of exploiting to do. It causes 
distrust of business managers. Mystery comes as the result 
of lack of understanding and causes distrust. Just as we are 
taking the mystery out of our processes by scientific investiga- 
tion and are replacing the secret formula by the standard 
practice instruction, so we hope that management will secure 
and hold its leadership through confidence based on under- 
standing instead of through fear inspired by mystery. Many 
men will follow a successful leader blindly; few will adhere 
to him when he meets with reverses even though the reverses 
be temporary. 

We believe that management can conduct business success- 
fully only when it knows and understands the underlying 
principles of business, and that satisfactory results are best 
secured by going forward in accord with policies which have 
been clearly thought out and clearly announced. 

For example, we depend on experts for advice, and organize 
committees to plan and recommend, but depend on individuals 
to execute. Any plan which takes the responsibility for the 
execution of plans and policies away from the individuals who 
make up the management, is bound to result in inefficiency and 
the discrediting of the executives. We have endeavored to 
secure respect for management and have tried to create among 
the workers a desire and a willingness to have the work of 
management done by those who are best fitted to manage. 

Since I904 we have had a plan in operation in the depart- 
ment in which the largest number of our men are employed, 
whereby the employees elect an Advisory Committee each year 
which the management calls in for advice and consultation, and 
which, in turn, presents matters of mutual interest to the man- 
agement. During the war other departments increased in size 
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and the plan was extended. Advisory Committees are now 
annually elected from each department by secret ballot. Just 
now we have 3,700 employees, 3,000 of whom, at Middletown, 
elect 50 committees with a total membership of I48. Each 
departmental committee has a chairman. Every employee who 
has been in the continuous service of the company for one year 
is entitled to a vote and is eligible for election. 

The departmental advisory committees represent the employees in their 
department in an advisory capacity. It is their privilege and duty to take 
up with their department superintendent any matter that in their opinion 
is not being handled properly. It may be a question of production, of 
working conditions or a personal matter. The superintendent likewise may 
call upon the committee for advice or to give it first hand, information 
that it should have. 

The general advisory committee is composed of all the departmental 
advisory committees, and has for chairman the General Manager, Mr. Hook. 
This larger committee holds the same relation to the general management 
that the departmental committee does to the department. 

The functions of the general advisory committee may be stated thus: 
First-To advise with and learn the policies of the General Management. 
Second-To convey to the employees an understanding of these policies 

and to reflect the sentiment of the employees on such matters as may be 
of help to the General Management. 

The committees have no administrative, executive or legislative functions. 

The general committee meets once a month following a meeting 
of the foremen with the management. When the situation 
demands, we have joint meetings of the foremen and the 
advisory committees. 

The purpose of these meetings is to build and develop Armco 
Spirit because our work has a spiritual force behind it. Our 
organization can be successful only to the extent that it gives 
service. We believe that our work is worth while when we 
increase the value of our product and increase the output per 
man so that the purchaser of iron and steel sheets can secure 
more value for the dollar he spends with us than he can secure 
elsewhere. In other words, if we have improved the effective- 
ness of our work so that every man who trades a day of his 
labor for a day of our labor will get a larger value than if he 
traded a day of his labor for a day of the labor of our friends 
in the same line of business, then we have done a real good 
in the world. 
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At these meetings we state, explain and discuss business 
policies, market conditions, plans for the future, successes or 
disappointments of the past. Our various department heads 
tell what their jobs are, what they do, how their part of the 
business is carried on. Illustrations of the difficulties of man- 
agement are used, as for example during the coal strike in 
I919 when we operated at Ioo% capacity by substituting oil 
for fuel almost overnight. Due credit was given to the men 
whose ingenuity and hard work made the change possible. 

Group Insurance, Stock Purchase Plan, Steady Work and all 
matters of mutual interest are explained and talked over. Mr. 
Hook spent a whole evening tracing the financial history of 
the company, going into detail regarding invested capital, 
earnings, losses, dividends and surplus. He showed, for in- 
stance, that surplus was not money invested in the bank, but 
that earnings were reinvested in the business. 

We have studied and discussed living costs. When the 
index of the cost of living increased we said so. When it 
decreased we were equally frank. Our study of the cost of 
living in Middletown was made under the direction and with 
the help of a group of workmen who were interested in that 
subject. The cost of manufacturing and the selling price of 
our products have been regularly discussed. We agree that 
profits are necessary if the business is to continue and prosper, 
and we, all of us, are to have jobs. 

In other words, we have all been free and frank with each 
other. There is nothing about our business that we are afraid 
to talk about to our men. They know and respect the fact 
that there are some things which must be kept in confidence. 
Propriety has bounds which are respected and there are inti- 
mate business facts which can only be disclosed cautiously lest 
misunderstanding rather than understanding be created. 

Wages have naturally been the subject of more than one dis- 
cussion. Our men know that their wages increased 125% 
while the cost of living index went up 102%. They also know 
that their present wages are 35% above the I916 level, while 
the cost of living index is 32% higher than it was in that year. 

During the past year we have seen the selling prices of our 
output forced down below the cost of production. From month 
to month Armco men have known what our competitors and 
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the buyers were doing. They have known what wages were 

being paid in similar industries and what has been happening 
to selling prices. They know that steel sheets dropped from 
$I Io.oo a ton to $60.00, and even touched $50.00 a ton; that 
we had a drop in the market of $25.00 a ton in 45 days. When 

prices stiffened a short time ago, the reason was analyzed for 
us. Our cost and sales prices have been analyzed and com- 

pared with those of I914 so that we may know what has hap- 
pened and how the relationship has changed from conditions 
which were formerly standard. 

Recently Mr. Hook called in a small group and showed 
them the financial statement which had been prepared for our 
Directors. These men were workmen who were well known 
to the management and the men and trusted by them. Then 
he called a joint meeting of our foremen and the General Ad- 

visory Committee, and explained our situation in general terms 
with assurance from the men who confidentially knew the 
details that his statements were correct. 

The men have asked questions, searching questions, but never 
have we been put into an embarrassing situation. It pays to 
take the mystery out of business, to be frank, to work together 
as friends who understand each other and know that their 
interests are mutual. 
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